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issuance of the Series 2002-B Bonds. See “SECURITY FOR THE NET BILLED BONDS—Bond Insurance.”
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The Series 2002-B Bonds are secured on a subordinated basis to the Prior Lien Bonds from amounts derived pursuant to Net Billing
Agreements with the United States of America, Department of Energy, acting by and through the Administrator of the

Bonneville Power Administration

from net billing credits and from cash payments from the Bonneville Fund, as described herein. Bonneville’s obligations under the Net Billing
Agreements are not general obligations of the United States of America and are not secured by the full faith and credit of the United States of
America. The Series 2002-B Bonds do not constitute an obligation of the State of Washington or of any political subdivision thereof, other than
Energy Northwest. Energy Northwest has no taxing power.
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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, YIELDS AND PRICES
Project No. 1 Refunding Electric Revenue Bonds, Series 2002-B
$101,950,000 Serial Bonds

Year Interest
(July 1) Amount Rate Yield/Price
2017F $101,950,000 6.00% 5.09%*

Columbia Generating Station Refunding Electric Revenue Bonds, Series 2002-B

$123,815,000 Serial Bonds

Year Interest
(July 1) Amount Rate Yield/Price
2018+F $73,815,000 6.00% 5.15%*
2018t $50,000,000 5.35 100

Project No. 3 Refunding Electric Revenue Bonds, Series 2002-B
$75,360,000 Serial Bonds

Year Interest
(July 1) Amount Rate Yield/Price
20167t $50,000,000 6.00% 5.01%*
201617 $25,360,000 6.00 5.01*

*
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Priced to par call July 1, 2012.
Insured by MBIA Insurance Corporation.
Insured by Ambac Assurance Corporation.

T11 Insured by Financial Security Assurance Inc.
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No dealer, broker, salesman or other person has been authorized by Energy Northwest or by the Underwriters to give any
information or to make any representations, other than as contained in this Official Statement, and, if given or made, such other
information or representations must not be relied upon as having been authorized by Energy Northwest or the Underwriters. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the Series
2002-B Bonds, by any person in any jurisdiction in which such offer, solicitation, or sale would be unlawful prior to registration or
qualification under the securities laws of any such jurisdiction.

The information set forth herein has been furnished by Energy Northwest and Bonneville and includes information
obtained from other sources which are believed to be reliable, the information and expressions of opinion contained herein are subject
to change without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of Energy Northwest or Bonneville since the date
hereof.

Except as specifically described herein, none of the information herein was provided by the Participants, the Pacific
Northwest Electric Power and Conservation Planning Council, or the Trustee and none of such entities participated in the preparation
of this Official Statement. This Official Statement has not been submitted to such entities for review, comment or approval.

Other than with respect to information concerning Ambac Assurance Corporation (“ Ambac” ), Financial Security Assurance
Inc. ("FSA”) and MBIA Insurance Corporation (* MBIA™), Appendix J-1 —“ Ambac Specimen Financial Guaranty Insurance Policy”,
Appendix J-2 —“FSA Specimen Municipal Bond Insurance Policy” and Appendix J-3—" MBIA Specimen Municipal Bond Insurance
Policy” herein, none of the information in this Official Statement has been supplied or verified by either Ambac, FSA or MBIA and
none of Ambac, FSA nor MBIA makes any representation or warranty, express or implied, as to (i) the accuracy or completeness of
such information; (ii) the validity of the Series2002-B Bonds; or (iii) the tax exempt status of the interest on the Series 2002-B
Bonds.

This Official Statement contains statements which, to the extent they are not recitations of historical fact, congtitute
“forward-looking statements.” In this respect, the words*“ estimate,” “ project,” “ anticipate,” “ expect,” “intend,” “believe” and similar
expressions are intended to identify forward-looking statements. A number of important factors affecting Energy Northwest’s or
Bonneville's business and financial results could cause actual results to differ materially from those stated in the forward-looking
Statements.

The Underwriters have provided the following sentence for inclusion in the Official Statement: “ The Underwriters have
reviewed the information in the Official Statement in accordance with, and as a part of, their respective responsibilities to investors
under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee
the accuracy or completeness of such information.”

The prospective financial information included in this offering document, including any forward-looking or prospective
financial information, has been prepared by, and is the responsibility of the management of Energy Northwest and Bonneville.
PricewaterhouseCoopers has neither examined nor compiled such prospective financia information and, accordingly,
PricewaterhouseCoopers does not express an opinion or any other form of assurance with respect thereto. The
PricewaterhouseCoopers reports included in this offering document relate to the historical financial information of the Energy
Northwest projects and Bonneville. They do not extend to the prospective financial information and should not be read to do so.

IN CONNECTION WITH THE OFFERING OF THE SERIES 2002-B BONDS, THE UNDERWRITERS MAY
OVERALLQOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF SUCH BONDS
AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.



TABLE OF CONTENTS

INTRODUGTION ...ttt ettt e et e et e e e et e ek et e s e e s e e s a e e e ee et e eb e e e b e e e a s e e e ae e e e me e e ebeeeateeemneesmneeamneessneanseeeneesnneee 1

ENEIGY NOMTRWESE ...ttt b et h et e et b e Rt e e e e R e e bt e e e s R e et e e mn e s heenreennesreenneenne
The Bonneville Power Administration
S (S0 02 3 = To oo PSR
INEL BilliNG AQIBEIMENES. ...ttt ettt et e e R e e et e et e b e e et e aeeeE e e Rt e s ee e R e e et e e e s b e e bt e nnesheenreennenseenneenne

DESCRIPTION OF THE SERIES 2002-B BONDS.........ooi ittt st e st s e e e se e teesne e s e e e s seeenneesnee e 5

Book-Entry Only System; Transferability and Registration
L 0 (= 117040 o H TSP R PSPPSR

PLAN OF REFUNDING

SECURITY FOR THE NET BILLED BONDS....... .ottt ettt e et e s e s e e e se e e n e e e neesnneesenean 9

SOUICES Of PayMENT BINA SECUNLY ...ttt ettt r e et e st e n e s se e b e e n e s sneabeeneannesreenneannenreens
INEL BilliNG AQIBEIMENTS. ... .ottt s s e st e e e s b e e bt e et e Re e b e e e e s heeeb e e et eaeeaE e e neasn e e b e eneamnesreenesnneareens
THEBONNEVIIIE FUNG........e ettt ettt ettt ettt e te e e et e s aeeeebe e et e e e aeeeamteeaseeeseeamseeamteeameeaaseeaseaaneeanns
Assignment Agreements.
Additional Bonds.................

270 o [ F IS T =T o= TSSOSO

Energy Northwest Indebtedness.
Organizational Structure.
(S o D LAV =0 = 1 o OO

Recent Developments in the Electric Utility Industry and Bonneville's Competitive POSItION ............ccooveiiieniciciienens 34

Power Business Line
TranSMISSION BUSINESS LIME........ ittt ettt ettt et e et esaeeeste e et e e e meeeameeeaseeeseeamseeameeeameeanseeaseeanseanns
Matters Relating To The Power And Transmission Business Lines
Bonneville Financial OpErations...........ccocvereereirereeneseeseese e

BONNEVIITE LITIGALION ...ttt ettt h e bt et R e bt e et s e e ek e et e e e e b e e n e e sn e e b e enneannenreeneannenreen




LEGAL MATTERS. ...ttt et e et e s bt ek e et e e e et e e s et e b e e e s e e e a e e e e ae e e s e e e s e e eaneesmneeamneeaseeeseeenneeseneenrnean 73

TAX EXEMPTION ...ttt b bbbk b8 b £ H £ E £ E £ E 44 E £ E £ b £ E e b4 E £ E £ e b £ e b £ e b £ e b e e b e e b e eb e b e bttt et et e beebeets 73
RATINGS ...ttt ettt ettt e e e b e E e b2 42 s e E e E e E e £ e £ e R4 £ e £ 48 £ £ e 4E £ AR e b4 4E e e E e E e eE £ AE e e b4 e E e e b e e b e ebeeE e e b e e b e e b e ebeebeebeebeebeabearens 74
UNDERWRITING ...ttt ettt s et s et s s se a4 a4 e s e 4414 e o424 £ e £ e £ e £ £ 4E £ 4E e 48 e e b e eE e EeAE e A b4 eE £ e b4 e b4 eE e e b e ebeebeeb e e b e et e ebeabeabeebeabenbeas 74
CONTINUING DISCLOSURE ..ottt ettt ettt bbb b e b £ b £ b £ 4 b £ b £ b £ 1b £ e b £ b e e b £ e b e e b e e b e e b e e b e bt e bt ekt ebe et e et e ebeabeaneas 75
IMISCELLANEQOUS ...ttt ettt ettt b et e 44t £ e 44 e 442 £ e £ e 8 e £ £ 4 £ £ eE £ £ £ E e e b e b e A8 £ b4 e b4 e E e e b4 eE e e b e e b e ebeeE e e b e e bt ebeebeabeabeabeabens 75
Appendices

Appendix A-1 —  Federal System Audited Financial Statements for the years ended September 30, 2001 and 2000

Appendix A-2 —  Federa System Unaudited Quarterly Report for the three months ended December 31, 2001

Appendix B — Audited Financial Statements of Energy Northwest Projects for the year ended June 30, 2001

Appendix C — Proposed Forms of Opinions of Bond Counsel

Appendix D —  Proposed Form of Opinion of Special Tax Counsel

Appendix E — Energy Northwest Participant Utility Share Fiscal Y ear 2002 Budgets

Appendix F —  Summary of Certain Provisions of Related Contracts

Appendix G-1 — Summary of Certain Provisions of Electric Revenue Bond Resolutions and Supplemental Electric

Revenue Bond Resolutions

Appendix G-2 — Summary of Certain Provisions of Prior Lien Resolutions Nos. 769, 640 and 775

Appendix H — Book-Entry Only System

Appendix | —  Summary of the Continuing Disclosure Agreement

Appendix J1 — Ambac Specimen Financial Guaranty Insurance Policy

Appendix J-2 — FSA Specimen Municipal Bond Insurance Policy

Appendix J-3 — MBIA Specimen Municipal Bond Insurance Policy



OFFICIAL STATEMENT

ENERGY NORTHWEST
$101,950,000 Project No. 1 Refunding Electric Revenue Bonds, Series 2002-B
$123,815,000 Columbia Generating Station Refunding Electric Revenue Bonds, Series 2002-B
$75,360,000 Project No. 3 Refunding Electric Revenue Bonds, Series 2002-B

Energy Northwest, a municipal corporation and a joint operating agency of the State of Washington (formerly known
as the Washington Public Power Supply System), proposes to issue $101,950,000 Project No. 1 Refunding Electric Revenue
Bonds, Series 2002-B (the “ Project 1 2002-B Bonds’ ), $123,815,000 Columbia Generating Station Refunding Electric Revenue
Bonds, Series 2002-B (the “ Columbia 2002-B Bonds’) and $75,360,000 Project No. 3 Refunding Electric Revenue Bonds, Series
2002-B (the “ Project 3 2002-B Bonds’, and together with the Project 1 2002-B Bonds and the Columbia 2002-B Bonds, the
“ Series 2002-B Bonds’). The Series 2002-B Bonds are being issued pursuant to Chapter 43.52 of the Revised Code of
Washington, as amended (the “ Act” ) and the resolutions of Energy Northwest hereinafter referred to for the purpose of refunding
certain Prior Lien Bonds (hereinafter defined) and certain outstanding Electric Revenue Bonds (hereinafter defined) heretofore
issued by Energy Northwest in connection with Project 1, the Columbia Generating Station project and Project 3 (hereinafter
described). The Series 2002-B Bonds are secured on a subordinated basis to the Prior Lien Bonds from amounts derived
pursuant to Net Billing Agreements with the United States of America, Department of Energy, acting by and through the
Administrator of the Bonneville Power Administration from net billing credits and from cash payments from the Bonneville
Fund, as described herein. The receipts, income and revenues derived from a Project secure only the related Series 2002-B
Bonds. Accordingly, the owners of the Series 2002-B Bonds issued for a particular Project will have no claim on the receipts,
income and revenues securing any other Energy Northwest Project. The Series 2002-B Bonds will be secured on a parity with
bonds heretofore issued by Energy Northwest pursuant to the related Electric Revenue Bond Resolution (hereinafter defined),
and additional bonds or notes that may be issued by Energy Northwest in the future under, or other obligations of Energy
Northwest that may be secured pursuant to, the related Electric Revenue Bond Resolution or any related Separate Subordinated
Resolution. For further information, see “ SECURITY FOR THE NET BILLED BONDS’ in this Officia Statement.

Energy Northwest furnishes this Official Statement, which includes the cover page and inside cover page hereof and
the appendices hereto, in connection with the sale of the Series 2002-B Bonds.

INTRODUCTION

This Introduction is not intended to provide al information material to a prospective purchaser of the Series 2002-B
Bonds and is qualified in all respects by the more detailed information set forth elsewhere in this Official Statement. Unless
otherwise specifically defined, certain capitalized terms used in this Introduction have the meanings given to such terms
elsewhere in this Official Statement.

ENERGY NORTHWEST

Energy Northwest was organized in 1957 as the Washington Public Power Supply System. By resolution of its
Executive Board adopted on June 2, 1999, the Washington Public Power Supply System officially changed its name to Energy
Northwest. It currently has 16 members, consisting of 13 public utility districts and the cities of Richland, Seattle and Tacoma,
all located in the State of Washington. Energy Northwest has the authority, among other things, to acquire, construct and operate
plants, works and facilities for the generation and transmission of electric power and energy and to issue bonds and other
evidences of indebtedness to finance the same.

Energy Northwest owns and operates a nuclear electric generating station, the Columbia Generating Station (sometimes
hereinafter referred to as “ Columbia Generating Station” or “ Columbia”), formerly known as Nuclear Project No. 2, with a net
design electricdl rating of 1,153 megawatts. Energy Northwest also owns an operating hydroelectric facility, the Packwood Lake
Hydroelectric Project (“ Packwood”), with a name-plate rating of 27.5 megawatts. Energy Northwest also owns and/or has
financial responsibility for four other nuclear electric generating projects which have been terminated: Energy Northwest
Nuclear Project No. 1 (“Project 1”), Energy Northwest Nuclear Project No. 3 (“Project 3”) and Energy Northwest Nuclear
Projects Nos. 4 and 5 (“ Projects 4 and 5"). Energy Northwest also owns the Hanford Generating Project (“ HGP' ), which ceased
operation in 1987, and site restoration activities coordinated with the United States Department of Energy (“DOE’) are
continuing. In November 2001, Energy Northwest issued approximately $70.7 million of bonds to finance the acquisition,
development and construction costs of a new project, awind turbine farm capable of generating up to 50 megawatts of electricity
(the “ Nine Canyon Wind Project”). For discussions concerning the termination of Projects Nos. 1, 3, 4and 5, see “ SECURITY
FOR THE NET BILLED BONDS — Project 1,” “— Project 3,” “— Projects 4 and 5" and “— "Site Restoration of Projects 1, 3,
4 and 5” in this Official Statement. Projects 1, 3 and Columbia are collectively referred to herein as the “ Net Billed Projects.”
Each of the foregoing projects (collectively, the “ Projects’ and individually, a “ Project”) is financed and accounted for as a
separate utility system, except for Projects 4 and 5, which were financed and accounted for as a single utility system separate and
apart from al other Energy Northwest Projects. All of Energy Northwest’ s Projects are located in the State of Washington.



The United States of America, Department of Energy, acting by and through the Administrator of the Bonneville Power
Administration (“Bonneville”), has acquired the capability of Projects 1, 3 and Columbia. As more fully discussed under
“SECURITY FOR THE NET BILLED BONDS — Net Billing Agreements,” Bonneville pays Energy Northwest for such
capability pursuant to Net Billing Agreements (hereinafter defined), with payments being made through a combination of credits
against customer bills and cash payments from the Bonneville Fund (hereinafter defined). Bonneville' s obligations to make such
payments under the Net Billing Agreements continue notwithstanding suspension or termination of any of Projects 1, 3 or
Columbia.

The Columbia Generating Station

Columbia is an operating nuclear electric generating station located about 160 miles southeast of Seattle, Washington,
near Richland, Washington on the DOE Hanford Reservation. Columbia commenced commercia operation in 1984 and has a
net design electrical rating of 1,153 megawatts. Columbia consists of a General Electric Company-designed boiling water reactor
and nuclear steam supply system, a turbine-generator and the necessary transformer, switching and transmission facilities to
deliver the output to the transmission facilities of the Federal System located in the vicinity of Columbia. The entire Project
capability of Columbia has been acquired by Bonneville under the Columbia Net Billing Agreements. Since commencing
commercial operation, Columbia has operated a a cumulative capacity factor of 65.0% and has generated 107,586,186
megawatt-hours (net of station use) of electric power through February 2002. For further information relating to Columbia, see
“ENERGY NORTHWEST — The Columbia Generating Station” in this Official Statement.

Energy Northwest has obtained all permits and licenses required to operate Columbia, including a site certification
agreement with the State of Washington and an operating license for Columbia issued by the United States Nuclear Regulatory
Commission (the“ NRC"). The operating license expiresin 2023.

Project 1

Project 1 is aterminated, partially constructed, nuclear electric generating project located about 160 miles southeast of
Sesattle, Washington, near Richland, Washington on DOE’s Hanford Reservation. In May 1994, Energy Northwest’s Board of
Directors adopted aresolution terminating Project 1. For further information relating to Project 1, see“ ENERGY NORTHWEST
% Project 17 and “ ¥ Site Restoration of Projects 1, 3, 4 and 5" in this Official Statement. See “ SECURITY FOR THE NET
BILLED BONDS % Net Billing Agreements’ in this Official Statement for further discussion of the above-mentioned
termination and related issues.

Project 3

Project 3 is a terminated, partially constructed, nuclear electric generating project located in Grays Harbor County,
Washington, about 70 miles southwest of Seattle, Washington. In May 1994, Energy Northwest’ s Board of Directors adopted a
resolution reguesting the termination of Project 3. Project 3 was terminated in June 1994. For further information relating to
Project 3, see “ENERGY NORTHWEST — Project 3" and “ ¥ Site Restoration of Projects 1, 3, 4 and 5" in this Official
Statement. See “ SECURITY FOR THE NET BILLED BONDS ¥ Net Billing Agreements’ in this Official Statement for
further discussion of the above-mentioned termination and related issues.

Projects4and 5

Projects 4 and 5 were terminated in January 1982. The bonds issued by Energy Northwest in connection with Projects
4 and 5 (the “ Project 4/5 Bonds’ ) went into default on July 22, 1983 and approximately $2.25 billion principal amount of Project
4/5 Bonds, together with accrued interest thereon, remain unpaid except for two distributions to bondholders in 1993 and 1995.
All trusts created under the resolution authorizing the Project 4/5 Bonds were terminated and Energy Northwest and the trustee
under said resolution were released from all of their obligations thereunder. Bonneville is not a party to any agreements that
secured payment of the costs of Projects 4 and 5.

THE BONNEVILLE POWER ADMINISTRATION

The information under this heading has been derived from information provided to Energy Northwest by Bonneville.
For detailed information with respect to Bonneville, see “ THE BONNEVILLE POWER ADMINISTRATION” in this Official
Statement.

Bonneville was created by Federal law in 1937 to market electric power from the Bonneville Dam and to construct
facilities necessary to transmit such power. Today, Bonneville markets electric power from 30 federally-owned hydroelectric
projects, most of which are located in the Columbia River Basin and all of which were constructed and are operated by the
United States Army Corps of Engineers (the “ Corps’) or the United States Bureau of Reclamation (the “ Bureau”), and from
several non-federally-owned projects, including the Columbia Generating Station. Bonneville sells and/or exchanges power
under contracts with over 100 utilities in the Pacific Northwest and Pacific Southwest and with several industrial customers. It
also owns and operates a high voltage transmission system comprising approximately 75% of the bulk transmission capacity in
the Pacific Northwest.



Bonneville's primary customer service area is the Pacific Northwest region, an area comprised of Oregon, Washington,
Idaho, western Montana and small portions of California, Nevada, Utah and Wyoming (sometimes referred to herein as the
“ Pacific Northwest,” the “ Northwest,” the “ Region,” or “ Regiond”). Bonneville estimates that this 300,000 square mile service
area has a population of approximately ten million people. Electric power sold by Bonneville accounts for about 45% of the
electric power consumed within the Region. Bonneville also exports power that is surplus to the needs of the Region to the
Pacific Southwest, primarily to California.

Bonneville is one of four regional Federal power marketing agencies within the DOE. Bonnevilleis required by law to
meet certain energy requirements in the Region and is authorized to acquire power resources, to implement conservation
measures and to take other actions to enable it to carry out its purposes. Bonneville is also required by law to operate and
maintain its transmission system and to provide transmission service to eligible customers and to undertake certain other
programs, such as fish and wildlife protection, mitigation and enhancement.

SERIES 2002-B BONDS
Security for the Series 2002-B Bonds

The Project 1 2002-B Bonds are specia revenue obligations of Energy Northwest issued under and pursuant to the
Project 1 Electric Revenue Bond Resolution (hereinafter defined) and are secured on a subordinated basis to the Project 1 Prior
Lien Bonds by a pledge of all receipts, income and revenues derived by Energy Northwest from the ownership of Project 1. The
Project 1 2002-B Bonds are secured on parity with $500,765,000 outstanding principal amount of Project 1 Electric Revenue
Bonds, heretofore issued pursuant to the Project 1 Electric Revenue Bond Resolution and will be secured on a parity with any
additional bonds or notes that may be issued by Energy Northwest in the future or other obligations of Energy Northwest that
may be secured pursuant to the Project 1 Electric Revenue Bond Resolution or any Project 1 Separate Subordinated Resolution.

The Columbia 2002-B Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the
Columbia Electric Revenue Bond Resolution (hereinafter defined) and are secured on a subordinated basis to the Columbia Prior
Lien Bonds by a pledge of al receipts, income and revenues derived by Energy Northwest from the ownership and operation of
Columbia. The Columbia 2002-B Bonds are secured on parity with $505,625,000 outstanding principal amount of Columbia
Electric Revenue Bonds, heretofore issued pursuant to the Columbia Electric Revenue Bond Resolution and will be secured on a
parity with any additional bonds or notes that may be issued by Energy Northwest in the future or other obligations of Energy
Northwest that may be secured pursuant to the Columbia Electric Revenue Bond Resolution or any Columbia Separate
Subordinated Resolution.

The Project 3 2002-B Bonds are specia revenue obligations of Energy Northwest issued under and pursuant to the
Project 3 Electric Revenue Bond Resolution (hereinafter defined) and are secured on a subordinated basis to the Project 3 Prior
Lien Bonds by a pledge of al receipts, income and revenues derived by Energy Northwest from the ownership of Project 3. The
Project 3 2002-B Bonds are secured on parity with $410,010,000 outstanding principal amount of Project 3 Electric Revenue
Bonds, heretofore issued pursuant to the Project 3 Electric Revenue Bond Resolution and will be secured on a parity with any
additional bonds or notes that may be issued by Energy Northwest in the future or other obligations of Energy Northwest that
may be secured pursuant to the Project 3 Electric Revenue Bond Resolution or any Project 3 Separate Subordinated Resolution.

Purpose of I ssuance

The Project 1 2002-B Bonds are being issued pursuant to Resolution No. 835, adopted on November 23, 1993 (as
amended and supplemented, the “ Project 1 Electric Revenue Bond Resolution”), and a supplemental resolution adopted on
March 22, 2002 (the “Project 1 Electric Revenue Bond Supplemental Resolution”). Energy Northwest is issuing the Project 1
2002-B Bonds for the purpose of refunding (i) $92,490,000 aggregate principal amount of the $1,499,180,000 of Project 1 Prior
Lien Bonds (hereinafter defined) currently outstanding under Resolution No. 769, adopted September 18, 1975 (as amended and
supplemented the “ Project 1 Prior Lien Resolution”) and (ii) $19,190,000 aggregate principal amount of $500,765,000 Project 1
Electric Revenue Bonds (hereinafter defined) currently outstanding under the Project 1 Electric Revenue Bond Resolution.
Bonds issued pursuant to the Project 1 Prior Lien Resolution are referred to herein as the “ Project 1 Prior Lien Bonds,” Bonds
issued pursuant to the Project 1 Electric Revenue Bond Resolution are referred to herein as the “ Project 1 Electric Revenue
Bonds.” See*®Han of Refunding.”

The Columbia 2002-B Bonds are being issued pursuant to Resolution No. 1042, adopted on October 23, 1997 (as
amended and supplemented, the “ Columbia Electric Revenue Bond Resolution”) and a supplemental resolution adopted on
March 22, 2002 (the “ Columbia Electric Revenue Bond Supplemental Resolution”). Energy Northwest is issuing the Columbia
2002-B Bonds for the purpose of refunding (i) $126,500,000 aggregate principal amount of the $1,601,921,101 of Columbia
Prior Lien Bonds (hereinafter defined) currently outstanding under Resolution No. 640, adopted on June 26, 1973 (as amended
and supplemented the “ Columbia Prior Lien Resolution”) and (ii) $5,580,000 aggregate principa amount of $505,625,000
Columbia Generating Station Electric Revenue Bonds (hereinafter defined) currently outstanding under the Columbia Electric
Revenue Bond Resolution. Bondsissued pursuant to the Columbia Prior Lien Resolution are referred to herein as the * Columbia
Prior Lien Bonds’ and Bonds issued pursuant to the Columbia Electric Revenue Bond Resolution are referred to herein as the
“ Columbia Electric Revenue Bonds.” See* Plan of Refunding.”



The Project 3 2002-B Bonds are being issued pursuant to Resolution No. 838, adopted on November 23, 1993 (as
amended and supplemented the “ Project 3 Electric Revenue Bond Resolution”), and a supplemental resolution adopted on
March 22, 2002 (the “ Project 3 Electric Revenue Bond Supplemental Resolution” and together with the Project 1 Electric
Revenue Bond Supplemental Resolution and the Columbia Electric Revenue Bond Supplemental Resolution, the “Supplemental
Resolutions’). Energy Northwest is issuing the Project 3 2002-B Bonds for the purpose of refunding (i) $52,617,360 aggregate
principal amount of the $1,333,654,028 of Project 3 Prior Lien Bonds (as amended and supplemented the “ Project 3 Prior Lien
Bonds’) currently outstanding under Resolution No. 775, adopted on December 3, 1975 (as amended and supplemented the
“Project 3 Prior Lien Resolution”) and (ii) $26,140,000 aggregate principal amount of $410,010,000 of the Project 3 Electric
Revenue Bonds (hereinafter defined) currently outstanding under Project 3 Electric Revenue Bond Resolution. Bonds issued
pursuant to the Project 3 Prior Lien Resolution are referred to herein asthe “ Project 3 Prior Lien Bonds.” Bonds issued pursuant
to the Project 3 Electric Revenue Bond Resolution are referred to herein asthe “ Project 3 Electric Revenue Bonds.” See* Plan of
Refunding.”

The Project 1 Prior Lien Resolution, the Columbia Prior Lien Resolution and the Project 3 Prior Lien Resolution are
collectively referred to herein as the “ Prior Lien Resolutions.” The Project 1 Electric Revenue Bond Resolution, the Columbia
Electric Revenue Bond Resolution and the Project 3 Electric Revenue Bond Resolution are collectively referred to herein as the
“Blectric Revenue Bond Resolutions’. The Prior Lien Resolutions, the Electric Revenue Bond Resolutions and the Separate
Subordinated Resolutions are collectively referred to herein as the “ Net Billed Resolutions.” The Project 1 Prior Lien Bonds, the
Columbia Prior Lien Bonds and the Project 3 Prior Lien Bonds are collectively referred to herein asthe “Prior Lien Bonds.” The
Project 1 Electric Revenue Bonds, the Columbia Electric Revenue Bonds and the Project 3 Electric Revenue Bonds are
collectively referred to herein as the “ Electric Revenue Bonds.” The Prior Lien Bonds, the Electric Revenue Bonds, including
the Series 2002-B Bonds and any bonds or notes which may be issued pursuant to the Separate Subordinated Resolutions are
collectively referred to herein asthe “ Net Billed Bonds.” Energy Northwest has covenanted with the owners from time to time of
the Electric Revenue Bonds not to issue any more Prior Lien Bonds or any other obligations having a lien on a parity with the
Prior Lien Bonds. For a discussion of additional Net Billed Bonds which may be issued by Energy Northwest for refunding and
other purposes, see“ SECURITY FOR THE NET BILLED BONDS % Additional Bonds’ in this Official Statement.

NET BILLING AGREEMENTS

Under the Net Billing Agreements, the Participants in each Net Billed Project have contracted to purchase the
capability of that Net Billed Project and have agreed to provide Energy Northwest with funds necessary to meet costs of that Net
Billed Project. These costs include the amounts that Energy Northwest is obligated to pay in each contract year into the various
funds provided for in the related Net Billed Resolutions for debt service and for all other purposes of the Net Billed Project. The
Net Billing Agreements also effected a simultaneous assignment of the project capability from the Participants to Bonneville and
created an obligation of Bonneville to pay the Participants (from net billing credits provided by Bonneville and from cash
payments from the Bonneville Fund, as described herein) for their respective shares of the costs of the Net Billed Projects. Thus,
Bonneville is ultimately obligated to meet such costs.

Under the Net Billing Agreements, payments to Energy Northwest are not made directly by Bonneville, but rather by
the Participants. Such payments by the Participants are to be made in accordance with each Participant’s participation in the
purchase of the capability of the Net Billed Project. Bonneville pays for the capability of the Net Billed Project assigned by the
Participants to it by crediting (or net billing) Bonneville's bills to Participants for power and other services purchased from
Bonneville by the amount of the payment required to be made by the Participants to Energy Northwest. To the extent that the
total amount of Bonneville's bills to each Participant (and consequently the amount of such credit available) over a contract year
(July 1 to June 30) is less than the payment required to be made by the Participant to Energy Northwest, Bonneville is obligated
to pay the deficiency in cash to the Participant from the Bonneville Fund. In the opinion of Bonneville's Acting General
Counsel, under Federal statutes Bonneville may only make payments to the United States Treasury from net proceeds; all cash
payment obligations of Bonneville, including cash deficiency payments relating to Net Billed Bonds and other operating and
maintenance expenses have priority over payments by Bonneville to the United States Treasury. Net proceeds are gross cash
receipts remaining in the Bonneville Fund after deducting all of the costs paid by Bonneville to operate and maintain the Federal
System other than those used to make payments to the United States Treasury for: (i) the repayment of the Federal investment in
certain transmission facilities and the power generating facilities at federally-owned hydroelectric projects in the Pacific
Northwest; (ii) debt service on bonds issued by Bonneville and sold to the United States Treasury; (iii) repayments of
appropriated amounts to the Corps and the Bureau for certain costs alocated to power generation at federally-owned
hydroelectric projects in the Pacific Northwest; and (iv) costs alocated to irrigation projects as are required by law to be
recovered from power sales.

Cash payments and the provision of credits by Bonneville and payments by Participants under the Net Billing
Agreements are required whether or not the related Net Billed Project is completed, operable or operating and notwithstanding
the suspension, interruption, interference, reduction or curtailment of Net Billed Project output or termination of the related Net
Billed Project and such payments or credits are not subject to any reduction, whether by offset or otherwise, and are not
conditioned upon the performance or nonperformance by Energy Northwest, Bonneville or any Participant under the Net Billing
Agreements or any other agreement or instrument.



Bonneville€'s obligations under the Net Billing Agreements are not general obligations of the United States of America
and are not secured by the full faith and credit of the United States of America.

For further information as to the Net Billing Agreements, see“* SECURITY FOR THE NET BILLED BONDS ¥ Net
Billing Agreements’ in this Official Statement.

DESCRIPTION OF THE SERIES 2002-B BONDS
GENERAL

The Project 1 Electric Revenue Bond Resolution authorizes the issuance of Project 1 2002-B Bonds for the purpose of
refunding Project 1 Prior Lien Bonds and Project 1 Electric Revenue Bonds previously issued. The Columbia Electric Revenue
Bond Resolution authorizes the issuance of Columbia 2002-B Bonds for the purpose of refunding Columbia Prior Lien Bonds
and Columbia Electric Revenue Bonds previoudy issued. The Project 3 Electric Revenue Bond Resolution authorizes the
issuance of Project 3 2002-B Bonds for the purpose of refunding Project 3 Prior Lien Bonds and Project 3 Electric Revenue
Bonds previously issued.

The Series 2002-B Bonds will initially be dated the date of delivery, and will mature on July 1 in the years and bear
interest, payable on January 1 and July 1 of each year, commencing January 1, 2003, at the rates shown on the inside cover of this
Official Statement. Interest on the Series 2002-B Bonds is payable by check or draft mailed to the registered owners thereof by
BNY Western Trust Company, as Trustee for the Project 1 2002-B Bonds, Columbia 2002-B Bonds and Project 3 2002-B Bonds.
Principal of the Series 2002-B Bonds is payable at the office of the Trustee in Seattle, Washington. Notwithstanding the
foregoing, upon the written request of a registered owner of at least $1,000,000 in aggregate principal amount of Project 1 2002-
B Bonds, Columbia 2002-B Bonds or Project 3 2002-B Bonds outstanding delivered to the Trustee at least ten days prior to any
date on which interest or both principal and interest are payable on such Bonds, the principal of and premium, if any, and interest
on such Bonds will be paid by wire transfer of immediately available funds on such date to an account specified by such
registered owner in its request.

BOOK-ENTRY ONLY SYSTEM; TRANSFERABILITY AND REGISTRATION

The Series 2002-B Bonds will be available to the ultimate purchasers in book-entry form only, in denominations of
$5,000 and integral multiples thereof. Purchasers of the Series 2002-B Bonds will not receive certificates representing their
interests in such Series 2002-B Bonds purchased, except as described in Appendix H hereto, “BOOK-ENTRY ONLY
SYSTEM.” The Depository Trust Company (“DTC"), New York, New York will act as securities depository (* Securities
Depository”) for the Series 2002-B Bonds.

As discussed in Appendix H hereto, transfers of ownership interests in the Series 2002-B Bonds will be accomplished
by book entries made by DTC and, in turn, by DTC Participants acting on behalf of Beneficial Owners of the Series 2002-B
Bonds. The Supplemental Resolutions provide that Energy Northwest shall not be required to issue, transfer or exchange the
related Series 2002-B Bonds for a period of ten days next preceding any interest payment date therefor, to issue, transfer or
exchange any Series 2002-B Bond for a period of ten days next preceding any selection of Series 2002-B Bonds to be redeemed
or for a period of ten days thereafter or to transfer or exchange any such Series 2002-B Bonds which have been designated for
redemption within a period of 60 days next preceding the date fixed for redemption.

Energy Northwest, the Trustee, the Paying Agent and any other person may treat the registered owner of any Series
2002-B Bond as the absolute owner of such Bond for the purpose of making payment thereof and for al other purposes and
Energy Northwest, the Trustee and the Paying Agent shall not be bound by any notice or knowledge to the contrary, whether
such Series 2002-B Bond shall be overdue or not. All payments of or on account of interest or principal to any registered owner
of any such Series 2002-B Bond shall be valid and effectual and shall be a discharge of Energy Northwest, the Trustee and
Paying Agent in respect of the liability upon such Series 2002-B Bond, to the extent of the sum or sums paid.

REDEMPTION
Optional Redemption

The Series 2002-B Bonds will be subject to redemption prior to maturity at the option of Energy Northwest on and after
July 1, 2012, in whole or in part at any time, in such order of maturity as is selected by Energy Northwest and by lot within a
maturity, at a redemption price equal to 100% of the principal amount of such Series 2002-B Bonds to be redeemed, together
with accrued interest to the redemption date.

Notice of Redemption

Each Supplemental Resolution requires that notice of redemption of the Series 2002-B Bonds is to be given by first-
class mail or in such other manner as is required by the Supplemental Resolution not less than 30 days nor more than 60 days
before the redemption date to the registered owners of the Series 2002-B Bonds which are to be redeemed. Such notice shall be
deemed conclusively to be received by the registered owners of the Series 2002-B Bonds which are to be redeemed, whether or
not such notice is actually received. Mailing of such notice of redemption shall not be a condition precedent to such redemption
and failure to mail any such notice or any defect therein shall not affect the validity of the redemption proceedings for the Series



2002-B Bonds being redeemed. Each Supplemental Resolution further provides that, notice of redemption having been given as
described above, the Series 2002-B Bonds called for redemption shall become due and payable on the redemption date specified
in such notice and that interest thereon shall cease to accrue from and after the redemption date, if moneys sufficient for the
redemption of the Series 2002-B Bonds to be redeemed, together with interest thereon to the redemption date, are held by the
Paying Agent for such Series 2002-B Bonds on the redemption date.

PLAN OF REFUNDING
GENERAL

The Project 1 2002-B Bonds are being issued for the purposes of providing funds to refund $92,490,000 aggregate
principal amount of Project 1 Prior Lien Bonds (the “ Project 1 Prior Lien Refunded Bonds’) and $19,190,000 aggregate principal
amount of Project 1 Electric Revenue Bonds (the “ Project 1 Electric Revenue Refunded Bonds’ and, together with the Project 1
Prior Lien Refunded Bonds, are herein referred to collectively as the “ Project 1 Refunded Bonds®’). The Project 1 Refunded
Bonds were issued pursuant to the Project 1 Prior Lien Resolution and the Project 1 Electric Revenue Bond Resolution for the
purpose of refinancing the costs of planning, construction and acquisition of Project 1. The Columbia 2002-B Bonds are being
issued for the purposes of providing funds to refund $126,500,000 aggregate principal amount of Columbia Prior Lien Bonds (the
“ Columbia Prior Lien Refunded Bonds' ) and $5,580,000 aggregate principal amount of Columbia Electric Revenue Bonds (the
“ Columbia Electric Revenue Refunded Bonds’ and, together with the Columbia Prior Lien Refunded Bonds, are herein referred
to collectively as the “ Columbia Refunded Bonds’). The Columbia Refunded Bonds were issued pursuant to the Columbia Prior
Lien Resolution and the Columbia Electric Revenue Bond Resolution for the purpose of refinancing the costs of planning,
construction and acquisition of Columbia. The Project 3 2002-B Bonds are being issued for the purposes of providing funds to
refund $52,617,360 aggregate principal amount of Project 3 Prior Lien Bonds (the “ Project 3 Prior Lien Refunded Bonds’) and
$26,140,000 aggregate principa amount of Project 3 Electric Revenue Bonds (the “ Project 3 Electric Revenue Refunded Bonds’
and, together with the Project 3 Prior Lien Refunded Bonds, are herein referred to collectively as the “ Project 3 Refunded Bonds’
and, together with the Project 1 Refunded Bonds and the Columbia Refunded Bonds, collectively the “ Refunded Bonds’). The
Project 3 Refunded Bonds were issued pursuant to the Project 3 Prior Lien Resolution and the Project 3 Electric Revenue Bond
Resolution for the purpose of refinancing the costs of planning, construction and acquisition of Project 3. The Project 1 Prior
Lien Refunded Bonds, the Columbia Prior Lien Refunded Bonds and the Project 3 Prior Lien Refunded Bonds are herein referred
to collectively as the “ Prior Lien Refunded Bonds.” The Project 1 Electric Revenue Refunded Bonds, the Columbia Electric
Revenue Refunded Bonds and the Project 3 Electric Revenue Refunded Bonds are herein referred to collectively as the “ Hectric
Revenue Refunded Bonds.”

A portion of the proceeds of the Series 2002-B Bonds will be deposited in trust with each Bond Fund Trustee to be held
together with other funds on deposit with such Bond Fund Trustee in the various bond funds established under each Prior Lien
Resolution for the purpose of paying debt service on the Project 1 Prior Lien Refunded Bonds, the Columbia Prior Lien Refunded
Bonds and the Project 3 Prior Lien Refunded Bonds, as the case may be. Amounts so held will be used to purchase investment
securities permitted by the respective Prior Lien Resolutions, maturing in such amounts and at such times as shall be sufficient,
together with the interest to accrue thereon, to pay the principal or redemption price of all of the Prior Lien Refunded Bonds on
July 1, 2002, as shown in the following table entitled “ Refunded Bonds’. A portion of the proceeds of the Series 2002-B Bonds
will also be used to repay the Notes issued by Energy Northwest and held by Citibank, N.A. pursuant to three separate credit
facilities. See“ ENERGY NORTHWEST—Energy Northwest Indebtedness.” The balance of the proceeds of the Series 2002-B
Bonds will be deposited in trust with each Trustee to be held together with other funds on deposit with such Trustee in the
various Debt Service Accounts established under each Electric Revenue Bond Resolution for the purpose of paying debt service
on the various series of Project 1 Electric Revenue Refunded Bonds, the Columbia Electric Revenue Refunded Bonds and the
Project 3 Electric Revenue Refunded Bonds, as the case may be. Amounts so held will be used to purchase investment securities
permitted by the respective Electric Revenue Bond Resolutions, maturing in such amounts and at such times as shall be
sufficient, together with the interest to accrue thereon, to pay the principal or redemption price of al of the Electric Revenue
Refunded Bonds, as shown in the following table entitled “ Refunded Bonds.” At the time of such deposit, Energy Northwest
shall direct the Bond Fund Trustee and Trustee for the Series of Refunded Bonds to make an irrevocable provision for the giving
of notice of redemption of the Refunded Bonds to be redeemed.

REFUNDING PLAN

In the spring of 2000, Bonneville presented its Debt Optimization Proposal (“ Bonneville Proposal”) to Energy
Northwest. The Bonneville Proposal involved the extension of the final maturity of outstanding Columbia Refunding Revenue
Bonds from 2012 to 2018 through a series of refunding bond issues. Bonneville manages its overall debt portfolio to meet the
objectives of: 1) minimizing the cost of debt to Bonneville's rate payers; 2) maximizing Bonneville's access to its lowest cost
capital sources to meet future capital needs at the lowest cost to rate payers; and 3) maintaining sufficient financial flexibility to
handle Bonneville's financial requirements. Implementing the Bonneville Proposal will provide Bonneville with cash flow
flexibility in funding planned capital expenditures, alow Bonneville to advance the amortization of Bonneville's high interest
Federal debt and reduce Bonneville's overall fixed costs.



Energy Northwest, in response to the Bonneville Proposal, developed its 2000 Refunding Plan. The 2000 Refunding
Plan also reaffirmed the historical debt service savings goals for any future refinancing of Projects 1 and 3 Net Billed Bonds.
The Executive Board of Energy Northwest formally adopted the 2000 Refunding Plan in October 2000.

In September 2001, Energy Northwest’s Executive Board adopted an updated Refunding Plan. Such Refunding Plan
included a revision which incorporated the increase in the average life of Projects 1 and 3 Net Billed Bonds as a refinancing
program objective for any future refinancing of such bonds. An additional objective of the refinancing program is to advance
refund outstanding, noncallable Net Billed Bonds.

Information relating to the Refunded Bonds to be paid or redeemed with the proceeds of the Series 2002-B Bonds and
other funds is set forth below.



Prior Lien Refunded Bonds:

Refunded Bonds

Interest
Maturity Rate/ Payment/ Redemption
Project Series Amount (July 1) Yield Redemption Date Price

1 1992A $ 575,000 2002 5.70% At Maturity -

1 1992A 63,420,000 2017 6.25 7/1/02 102%

1 1993A 7,625,000 2002 5.30 At Maturity -

1 1993B 5,275,000 2002 5.15 At Maturity -

1 1993C 1,490,000 2002 4.70 At Maturity -

1 1996A 1,950,000 2002 5.00 At Maturity -

1 1996C 680,000 2002 5.00 At Maturity -

1 1997B 4,895,000 2002 5.00 At Maturity -

1 1998A 6,580,000 2002 5.00 At Maturity -
Columbia 1990C 6,310,000 2002 7.50 At Maturity -
Columbia 1991A 20,205,000 2002 6.50 At Maturity -
Columbia 1991A 21,585,000 2003 6.50 7/1/02 101
Columbia 1991A 11,625,000 2004 6.60 71102 101
Columbia 1992A 12,115,000 2007 6.25 71102 102
Columbia 1992A 12,880,000 2008 6.30 7/1/02 102
Columbia 1992A 13,735,000 2009 6.25 71102 102
Columbia 1992A 14,525,000 2012 6.25 71102 102
Columbia 1993A 3,235,000 2002 5.30 At Maturity -
Columbia 1994A 7,905,000 2002 4.60 At Maturity -
Columbia 1996A 785,000 2002 5.00 At Maturity -
Columbia 1998A 1,595,000 2002 5.00 At Maturity -

3 1990B 5,007,360 2002 7.40 At Maturity -

3 1993B 8,140,000 2002 5.15 At Maturity -

3 1993C 6,600,000 2002 4.70 At Maturity -

3 1996A 290,000 2002 5.00 At Maturity -

3 1997A 475,000 2002 5.00 At Maturity -

3 1997B 4,075,000 2002 5.00 At Maturity -

3 1998A 28,030,000 2002 5.00 At Maturity -

Electric Revenue Refunded Bonds:
Maturity Interest Payment/ Redemption
Project Series Amount (July 1) Rate Redemption Date Price

1 1993-1A-1 $2,180,000 2017 Variable 71102 100%

1 1993-1A-2 2,180,000 2017 Variable 71102 100

1 1993-1A-3 710,000 2017 Variable 71102 100

1 2001A 14,120,000 2002 5.25% At Maturity -
Columbia 1997-2A-1 2,790,000 2012 Variable 71102 100
Columbia 1997-2A-2 2,790,000 2012 Variable 71102 100

3 1993-3A-3 820,000 2018 Variable 71102 100

3 1998-3A 5,050,000 2018 Variable 71102 100

3 2001A 20,270,000 2002 5.25 At Maturity -



ESTIMATED SOURCES AND USES OF FUNDS

Sources of Funds

Principal of Project 1 2002-B BONGS.........cccerieiriienieniraiesieee e seesee e sseenssssessseenenaseesseens $101,950,000
Principal of Columbia 2002-B BONGS.........cccuuiiiiaiiieiieaieesiee e sieeesieeaeee s e sseeeseeeeneeeaeeeans 123,815,000
Principal of Project 3 2002-B BONGS.........cciiuieiiiaiiieiieeiee st siee s eee s sieeesteeeseeeaeee e 75,360,000
Original ISSUE PreMiUM ... ......i oottt ettt et e e e seeesteeaneeeameeesneeensenanseeans 18,126,574
Moneys Available under Prior Lien Bond ReSOIULIONS............cooiiiiiiiiiriieieeeee e 94,889,965
EQUItY CONLIIDULTION. .......iiieiieei et 6,458,078
0] ! SRR $420,599,617
Uses of Funds
Deposits with Bond Fund Trustee for the Project 1 Refunded Bonds............cccccoviiiicinnee. $112,607,003
Deposits with Bond Fund Trustee for the Columbia Refunded Bonds...............cocoveiieiieene 133,105,026
Deposits with Bond Fund Trustee for the Project 3 Refunded Bonds.............cc. voveeiieiiene 85,591,270
NOLE REPDEYIMENL. ...ttt ettt et e et e e et e e e e bb e e e e bbe e e abbeeeabneeeanreaean 84,644,560
Costs of Issuance including Underwriters’ DiSCOUN ..........cveieeriirereeniereseesie e 4,651,758
TOMA. v ee e e e ee e $420,599,617

SECURITY FOR THE NET BILLED BONDS
SOURCES OF PAYMENT AND SECURITY

The Project 1 2002-B Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the
Project 1 Electric Revenue Bond Resolution and are secured on a subordinated basis to the Project 1 Prior Lien Bonds by a
pledge of all receipts, income and revenues derived by Energy Northwest from the ownership of Project 1. Under the Project 1
Electric Revenue Bond Resolution, the Project 1 2002-B Bonds will be secured on a parity with any bonds or notes heretofore or
hereafter issued by Energy Northwest or other obligations of Energy Northwest that are secured pursuant thereto or pursuant to
any Project 1 Separate Subordinated Resolution (hereinafter defined).

The Columbia 2002-B Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the
Columhbia Electric Revenue Bond Resolution and are secured on a subordinated basis to the Columbia Prior Lien Bonds by a
pledge of al receipts, income and revenues derived by Energy Northwest from the ownership and operation of Columbia. Under
the Columbia Electric Revenue Bond Resolution, the Columbia 2002-B Bonds will be secured on a parity with any bonds or
notes heretofore or hereafter issued by Energy Northwest or other obligations of Energy Northwest that are secured pursuant
thereto or pursuant to any Columbia Separate Subordinated Resolution (hereinafter defined).

The Project 3 2002-B Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the
Project 3 Electric Revenue Bond Resolution and are secured on a subordinated basis to the Project 3 Prior Lien Bonds by a
pledge of al receipts, income and revenues derived by Energy Northwest from the ownership of Project 3. Under the Project 3
Electric Revenue Bond Resolution, the Project 3 2002-B Bonds will be secured on a parity with any bonds or notes heretofore or
hereafter issued by Energy Northwest or other obligations of Energy Northwest that are secured pursuant thereto or pursuant to
any Project 3 separate subordinated Resolution (hereinafter defined).

In March 2001, each Electric Revenue Bond Resolution was amended to add a covenant between Energy Northwest
and the owners from time to time of its Electric Revenue Bonds issued thereunder, to the effect that Energy Northwest will not
issue any more Prior Lien Bonds or any other bonds, warrants or other obligations which will rank on a parity with the pledge of
and lien on the revenues created by the related Prior Lien Resolution.

In the Electric Revenue Bond Resolutions, Energy Northwest has reserved the right to issue from time to time, upon
satisfaction of certain conditions set forth therein, additional bonds or notes or incur from time to time, upon satisfaction of
certain conditions set forth therein, additional bonds or notes or incur additional obligations under each such Electric Revenue
Bond Resolution and under Separate Subordinate Resolutions of the Executive Board creating a pledge of and lien on the
receipts, income and revenues derived from the related Project of equal rank with the pledge and lien created by the related
Electric Revenue Bond Resolution in favor of the Electric Revenue Bonds issued thereunder.

Amounts paid to Energy Northwest pursuant to the Project 1 Net Billing Agreements entered into among Energy
Northwest, Bonneville and the Project 1 Participants (which amounts are ultimately derived from net billing credits provided by
Bonneville and from cash payments from the Bonneville Fund) are a source of payment for the Project 1 2002-B Bonds, subject
to the payments required in connection with the Project 1 Prior Lien Bonds as described in the following sentence. So long as
any of the Project 1 Prior Lien Bonds remain outstanding, after making the monthly payments and deposits required by the
Project 1 Prior Lien Resolution, Energy Northwest is obligated to pay to the Trustee for the Project 1 Electric Revenue Bonds



into the related Debt Service Fund, out of amounts paid to Energy Northwest pursuant to the Project 1 Net Billing Agreements,
amounts sufficient to pay the principal of and premium, if any, and interest on the Project 1 Electric Revenue Bonds, including
the Project 1 2002-B Bonds.

Amounts paid to Energy Northwest pursuant to the Columbia Net Billing Agreements entered into among Energy
Northwest, Bonneville and the Columbia Participants (which amounts are ultimately derived from net billing credits provided by
Bonneville and from cash payments from the Bonneville Fund) are a source of payment for the Columbia 2002-B Bonds, subject
to the payments required in connection with the Columbia Prior Lien Bonds as described in the following sentence. So long as
any of the Columbia Prior Lien Bonds remain outstanding, after making the monthly payments and deposits required by the
Columbia Prior Lien Resolution, Energy Northwest is obligated to pay to the Trustee for the Columbia Electric Revenue Bonds
into the related Debt Service Fund, out of amounts paid to Energy Northwest pursuant to the Columbia Net Billing Agreements,
amounts sufficient to pay the principal of and premium, if any, and interest on the Columbia Electric Revenue Bonds, including
the Columbia 2002-B Bonds.

Amounts paid to Energy Northwest pursuant to the Project 3 Net Billing Agreements entered into among Energy
Northwest, Bonneville and the Project 3 Participants (which amounts are ultimately derived from net billing credits provided by
Bonneville and from cash payments from the Bonneville Fund) are a source of payment for the Project 3 2002-B Bonds, subject
to the payments required in connection with the Project 3 Prior Lien Bonds as described in the following sentence. So long as
any of the Project 3 Prior Lien Bonds remain outstanding, after making the monthly payments and deposits required by the
Project 3 Prior Lien Resolution, Energy Northwest is obligated to pay to the Trustee for the Project 3 Electric Revenue Bonds
into the related Debt Service Fund, out of amounts paid to Energy Northwest pursuant to the Project 3 Net Billing Agreements,
amounts sufficient to pay the principal of and premium, if any, and interest on the Project 3 Electric Revenue Bonds, including
the Project 3 2002-B Bonds.

The Project 1 2002-B Bonds, the Columbia 2002-B Bonds and the Project 3 2002-B Bonds are separately secured and
are not general obligations of Energy Northwest. The owners of the Project 1 2002-B Bonds will have no claim on the assets,
revenues or funds of any other Project of Energy Northwest, including those securing the Columbia 2002-B Bonds and the
Project 3 2002-B Bonds. The owners of the Columbia 2002-B Bonds will have no claim on the assets, revenues or funds of any
other Project of Energy Northwest, including those securing the Project 1 2002-B Bond and the Project 3 2002-B Bonds. The
owners of the Project 3 2002-B Bonds will have no claim on the assets, revenues or funds of any other Project of Energy
Northwest, including those securing the Project 1 2002-B Bonds and the Columbia 2002-B Bonds.

The Series 2002-B Bonds do not constitute an obligation of the State of Washington or of any political subdivision
thereof, other than Energy Northwest. Energy Northwest has no taxing power.

Bonneville may make only such expenditures from the Bonneville Fund as shall have been included in budgets
submitted annually to Congress. Bonneville includes in its annual budget submittal to Congress an amount sufficient to cover its
obligations under the Net Billing Agreements, including the payment of debt service on the Net Billed Bonds. Bonneville may
make such expenditures without further appropriation and without fiscal year limitation, but subject to such specific directives or
limitations on use of the Bonneville Fund as may be included by Congress in appropriation acts. The Bonneville Fund is a
continuing appropriation available exclusively to Bonneville for the purpose of making cash payments to cover Bonneville's
expenses. All receipts, collections and recoveries of Bonneville in cash from al sources are deposited in the Bonneville Fund.
For a more complete discussion of the Bonneville Fund, see “BONNEVILLE FINANCIAL OPERATIONS — The Bonneville
Fund” in this Official Statement.

Under each Prior Lien Resolution, the happening of one or more of the following events constitutes an Event of
Default: (i) default in the performance of any obligation with respect to payments into the respective Revenue Fund; (ii) default
in the payment of the principal of and premium, if any, or default for 30 days in the payment of interest on any of the respective
Prior Lien Bonds or any sinking fund installment on any Project 1, Columbia or Project 3 Prior Lien Bonds; (iii) default for 90
days in the observance and performance of any other of the covenants, conditions and agreements of Energy Northwest in the
respective Prior Lien Resolution; (iv) the sale or conveyance of any properties of the respective Net Billed Project except as
permitted by the respective Prior Lien Resolution or the voluntary forfeiture of any license, franchise, permit or other privilege
necessary or desirable in the operation of such Project; and (v) certain acts related to the insolvency or bankruptcy of Energy
Northwest. Both the applicable Prior Lien Bond Fund Trustee and the holders of not less than 20% in aggregate principal amount
of the respective Prior Lien Bonds then outstanding under the respective Prior Lien Resolution have the right to accelerate the
maturity of such Prior Lien Bonds after an Event of Default occurs under such Resolution. See Appendix G-2, “ SUMMARY OF
CERTAIN PROVISIONS OF RESOLUTIONS NOS. 769, 640 AND 775 — Events of Default; Remedies.”

Under each Prior Lien Resolution, the covenants referred to in clause (iii) of the preceding paragraph include the
following, among others: (& completing construction of the respective Net Billed Project at the earliest practicable time,
operating such Project and the business in connection therewith in an efficient manner and at reasonable cost, maintaining such
Project in good condition and making al necessary and proper repairs, renewals and replacements and (b) maintaining and
collecting rates and charges for capability, power and energy and other services, facilities and commodities sold, furnished or
supplied through such Project which will be adequate, whether or not the generation or transmission of power by such Project is
suspended, interrupted or reduced for any reason whatsoever, to provide revenues sufficient, among other things, to pay the
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expenses of operating and maintaining such Project and the debt service on the related Prior Lien Bonds. See Appendix G-2,
“SUMMARY OF CERTAIN PROVISIONS OF RESOLUTIONS NOS. 769, 640 AND 775 — Certain Covenants.”

Payments and the provision of credits by Bonneville and payments by Participants under the Net Billing Agreements
relating to Project 1, the Columbia Generating Station or Project 3, respectively, that are required to be made to Energy
Northwest to pay the principal of and interest on the outstanding Net Billed Bonds issued for the related Net Billed Project are
required to be made notwithstanding the occurrence of an Event of Default. In the case of each Net Billed Project, if an Event of
Default occurs under the related Prior Lien Resolution, whether or not such Event of Default gives rise to an acceleration of the
meaturity of the Prior Lien Bonds outstanding under such Resolution, Energy Northwest is required under such Resolution to pay
all revenues of such Project thereafter received by it upon demand to the applicable Prior Lien Bond Fund Trustee until al such
Prior Lien Bonds have been paid in full or such Event of Default has been cured, whichever occurs first. In such event, moneys
intended to be applied to the payment of related Electric Revenue Bonds would be paid instead to the applicable Prior Lien Bond
Fund Trustee and such Electric Revenue Bonds would not be paid until such Prior Lien Bonds have been paid in full or such
Event of Default has been cured, whichever occursfirst.

If the maturity of Prior Lien Bonds issued for a Net Billed Project were accelerated by the applicable Prior Lien Bond
Fund Trustee or the holders of the requisite principal amount of such Prior Lien Bonds after an Event of Default under the
respective Prior Lien Resolution, no assurance can be given that the principal amount of the accelerated Prior Lien Bonds would
be payable currently as a cost under the terms of the Net Billing Agreements related to such Net Billed Project. See® Net Billing
Agreements — Payment Procedures— Terminated Projects.”

If Bonneville and the Participants were obligated only to provide funds to meet the scheduled amounts due on the
respective Prior Lien Bonds and not the amounts due upon acceleration, moneys intended to be applied to the payment of the
respective Electric Revenue Bonds would be applied by the applicable Prior Lien Bond Fund Trustee to payment of such Prior
Lien Bonds and the Electric Revenue Bonds would not be paid until such Prior Lien Bonds ceased to be outstanding or the Event
of Default giving rise to such acceleration were cured.

See Appendix G-2 herein, “SUMMARY OF CERTAIN PROVISIONS OF RESOLUTIONS NOS. 769, 640 AND
775" for further information.

NET BILLING AGREEMENTS
General

Energy Northwest sold the entire capability of Project 1 to 104 publicly-owned utilities and rural electric cooperatives
(the “Project 1 Participants’) under net billing agreements (as amended, the “ Project 1 Net Billing Agreements’). Energy
Northwest sold the entire capability of the Columbia Generating Station to 94 publicly-owned utilities and rural electric
cooperatives (the “ Columbia Participants’) under net billing agreements (the “ Columbia Net Billing Agreements’). Energy
Northwest sold the entire capability of Project 3 to 103 publicly-owned utilities and rural electric cooperatives (the “Project 3
Participants,” and collectively with the Project 1 Participants and the Columbia Participants, the “ Participants’) under net billing
agreements (the “ Project 3 Net Billing Agreements’” which, together with the Project 1 Net Billing Agreements and the Columbia
Net Billing Agreements, are collectively referred to as the “ Net Billing Agreements’). Each of the Participants is a customer of
Bonneville. Many of the Participants are Participants in more than one Net Billed Project. See Appendix E hereto for alist of
Participants and their respective shares of the Project Fiscal Y ear 2002 Budgets.

Each Project 1, Columbiaand Project 3 Participant assigned its share of Project capability to Bonneville under a Project
1 Net Billing Agreement, Columbia Net Billing Agreement and Project 3 Net Billing Agreement, respectively.

The authority of al of the Participants to enter into the Net Billing Agreements was affirmed by the United States Court
of Appeals for the Ninth Circuit in City of Springfield v. Washington Public Power Supply System, et al. The United States
Supreme Court denied a petition for a writ of certiorari. For further information, see “— Assignment Agreements’ in this
Official Statement.

For a summary of certain provisions of the Net Billing Agreements, see Appendix F hereto, “ SUMMARY OF
CERTAIN PROVISIONS OF RELATED CONTRACTS.”

Payment Obligations

Under the Net Billing Agreements, in payment for the share of the capability of each Net Billed Project purchased by
each Participant, such Participant is obligated to pay Energy Northwest an amount equal to its share of Energy Northwest’s costs
for such Net Billed Project, less amounts payable from sources other than the related Net Billing Agreements, all as shown on the
Participant’s Billing Statement or accounting statement. Bonneville is obligated to pay this amount to such Participant by
providing net billing credits against the amounts such Participant owes Bonneville under the Participant’s power sales and other
contracts with Bonneville and by making the cash payments described below (subject to the limitations described herein under
“BONNEVILLE FINANCIAL OPERATIONS % The Bonneville Fund”). Each Participant is obligated to pay Energy
Northwest an amount equal to the amount of such credits and cash payments as payment on account of its obligations to pay for
its share of the Net Billed Project capability.
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Cash payments and the provision of credits by Bonneville and payments by Participants under the Net Billing
Agreements are required whether or not the related Net Billed Project is completed, operable or operating and notwithstanding
the suspension, interruption, interference, reduction or curtailment of the Net Billed Project output or termination of the related
Net Billed Project and such payments or credits are not subject to any reduction, whether by offset or otherwise, and are not
conditioned upon the performance or nonperformance by Energy Northwest, Bonneville or any Participant under the Net Billing
Agreements or any other agreement or instrument.

In 1979 and 1980, Bonneville and Energy Northwest entered into agreements with 93 of the 104 Participants
(representing 75.575% of the capability of Project 1, 79.563% of the capability of Columbia and 76.499% of the capability of
Project 3) relating to payments to Energy Northwest under the Net Billing Agreements, which provide that Bonneville, prior to
making a reassignment of a Participant’s share, may (but is not required to) pay directly to Energy Northwest, for the account of
the Participant, the amount by which the Participant’s obligation to Energy Northwest exceeds the billing credits allowed or
estimated to be allowed to the Participant during the contract year. See“ BONNEVILLE FINANCIAL OPERATIONS % Order
in Which Bonneville's Costs Are Met” for more information. Because of these payments, no reassignments of Participants
shares or deficiency payments by Bonneville to Participants have been necessary. These payments have also assisted in
managing the cash flow requirements of Energy Northwest.

By letter dated August 1, 1989 (the “1989 Letter Agreement”), Bonneville agreed with Energy Northwest that, in the
event any Participant shall be unable for any reason, or shall fail or refuse, to pay to Energy Northwest any amount due from such
Participant under its Net Billing Agreement for which a net billing credit or cash payment to such Participant has been provided
by Bonneville, Bonneville will be obligated to pay the unpaid amount in cash directly to Energy Northwest, unless payment of
such unpaid amount is made in a timely manner pursuant to the Net Billing Agreements. All payments required to be made
under the 1989 Letter Agreement are to be made from the Bonneville Fund or other funds legally available therefor.

Bonneville€'s obligations under the Net Billing Agreements are not general obligations of the United States of America
and are not secured by the full faith and credit of the United States of America.

Payment Procedures ¥ Columbia Generating Station

The Columbia Net Billing Agreements provide for the adoption by Energy Northwest of an Annual Budget therefor,
which, as amended from time to time, shall make provision for all Project costs, including but not limited to, the amounts which
Energy Northwest is required to pay in each contract year (July 1 to June 30) into the various funds provided for in the Columbia
Net Billed Resolutions for debt service and all other purposes. The Annual Budget also includes the source of funds proposed to
be used. The Annual Budget is submitted to Bonneville and to the Participants Review Board established under the Columbia
Net Billing Agreements and becomes effective 30 days after submitted unless it is disapproved by Bonneville or unless a
recommendation or modification proposed by the Participants Review Board is not accepted by Energy Northwest. 1n the event
of a dispute, the matter is referred to a Project Consultant as described in Appendix F hereto, “SUMMARY OF CERTAIN
PROVISIONS OF RELATED CONTRACTS % The Project Agreements.” Energy Northwest prepares a Billing Statement for
that contract year for each Columbia Participant. The Billing Statement shows such Participant’s share of the Annual Budget for
Columbia less amounts payable from sources other than the Columbia Net Billing Agreements. The Annual Budget and Billing
Statements may be amended during a contract year, if necessary. As described below, each Participant makes monthly payments
to Energy Northwest in satisfaction of the amounts due under its Billing Statement.

In the month preceding the beginning of each contract year and in each month thereafter, Bonneville renders a bill to
each Participant for power and other services under the Participant’s power sales and other contracts with Bonneville. In the first
month of the contract year, that bill shows an offsetting credit equal to the full amount of such hill to the extent of the
Participant’ s share of the costs of Columbia. Within 30 days of receiving the monthly bill from Bonneville reflecting such credit,
the Participant must pay Energy Northwest an amount equal to the credit for Columbia received from Bonneville. In each month
thereafter during the contract year, such crediting by Bonneville and such payments to Energy Northwest by such Participant,
continue until the credits received by such Participant equal the total amount shown on such Participant’ s Billing Statement. The
effect of this payment procedure is that amounts due Bonneville from the Participants (up to the Participants obligations to
Energy Northwest as shown on their Billing Statements), are required to be paid by the Participants to Energy Northwest rather
than to Bonneville.

If Bonneville determines that a Participant’s payment obligations to Bonneville under its power sales and other
contracts will not equal or exceed the Participant’s payment obligations during a contract year under its Columbia Net Billing
Agreements and, in the opinion of Bonneville and the Participant, such deficiency is expected to continue for a significant period,
Bonneville is required under the Columbia Net Billing Agreements to use its best efforts to assign such Participant’s share of
capability in Columbia (and the associated benefits and obligations) to other Participants in Columbia or to other Bonneville
customers to the extent necessary to eliminate such Participant’s net billing deficiency. The Columbia capability so assigned
would then be included by Bonneville under net billing arrangements with such other Participant or customer.

If Bonneville were unable to arrange for such assignments, the Participant would be required to make such assignment
to other Participants pro rata. The other Participants would be obligated to accept such assignments to the extent required to
eliminate such deficiency. Such mandatory assignments to any Participant may not exceed 25% of that Participant’s original
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share of Columbia capability without the consent of that Participant. In addition, no such mandatory assignment may be made if
it would cause the estimate of that Participant’s obligation to Energy Northwest to exceed the estimate of the credits available to
it from Bonneville, as estimated by Bonneville.

The Columbia Net Billing Agreements provide that if reassignments cannot be made in amounts sufficient to bring into
balance the respective dollar obligations of Bonneville and a Participant and an accumulated balance in favor of such Participant
from a previous contract year is expected by Bonneville to be carried for an additional contract year, Bonneville is obligated to
pay the balance. Any subsequent monthly net balances that exceed the amount of Bonneville’s bill for that month will be paid to
such Participant by Bonneville as cash deficiency payments, subject to the limitations described herein under “ BONNEVILLE
FINANCIAL OPERATIONS % The Bonneville Fund.” The Participants are obligated to pay to Energy Northwest the amounts
received from Bonneville within 30 days.

Payment Procedures ¥ Terminated Projects

Upon the termination of a Net Billed Project, the related Net Billing Agreement terminates except that those provisions
are continued which provide for the billing and payment of the costs of such Net Billed Project, including all amounts which
Energy Northwest is required under the related Net Billed Resolution to pay each year into the various funds for debt service and
all other purposes and the crediting of the proceeds of the disposition of the assets of such terminated Net Billed Project in
reduction of such costs.

In the event of a termination of the Columbia Generating Station, Energy Northwest is required under the Columbia
Net Billing Agreements to provide monthly accounting statements to Bonneville and to each Columbia Participant of al costs
associated with such termination.  The monthly accounting statements are required to credit against such costs al amounts
received by Energy Northwest from the disposition of the assets of the Columbia Generating Station. The Columbia Net Billing
Agreements provide that such monthly accounting statements shall continue until all Columbia Net Billed Bonds are paid or
funds are set aside for the payment or retirement thereof or the final disposition of the applicable Project, whichever is later. If
the monthly accounting statements show that such costs exceed such credits, each Columbia Participant is required to pay its
portion of such excess costs to Energy Northwest. The payments are required to be made at times and in amounts sufficient to
discharge on a current basis such Participant’s share of the amount which Energy Northwest is required to pay into the various
funds provided in the Columbia Prior Lien Resolution for debt service and all other purposes.

Since Projects 1 and 3 have been terminated, Energy Northwest is required under each of the Projects 1 and 3 Net
Billing Agreements to provide monthly accounting statements to Bonneville and to each Project 1 Participant or Project 3
Participant of all costs associated with such termination. The monthly accounting statements are required to credit against such
costs al amounts received by Energy Northwest from the assets of Project 1 and from the disposition of Project 3 assets. The
Project 1 Net Billing Agreements provide that such monthly accounting statements shall continue until all Project 1 Net Billed
Bonds have been paid or funds are set aside for their payment or the final disposition of Project 1, whichever islater. The Project
3 Net Billing Agreements provide that such monthly accounting statements shall continue until all Project 3 Net Billed Bonds
have been paid or funds are set aside for their payment or the final disposition of Project 3, whichever is later. If the monthly
accounting statements show that such costs exceed such credits, each Project 1 Participant or Project 3 Participant, as the case
may be, is required to pay its portion of such excess costs to Energy Northwest. The payments are to be made at times and in
amounts sufficient to discharge on a current basis the Project 1 Participant’s share or Project 3 Participant’ s share, as the case
may be, of the amount which Energy Northwest is required to pay into the various funds provided in the related Net Billed
Resolutions for debt service and all other purposes.

The costs for each Net Billed Project after termination include all of Energy Northwest’s accrued costs and liabilities
resulting from Energy Northwest’s ownership, construction, operation (including cost of fuel) and maintenance of and renewals
and replacements to the terminated Project and all other Energy Northwest costs resulting from its ownership of such Project and
the salvage, discontinuance, decommissioning and disposition or sale thereof and all amounts which Energy Northwest is
required under the related Net Billed Resolutions to pay in each year into the various funds for debt service and all other
purposes.

Under the terms of the Net Billing Agreements, Bonneville is obligated to pay each Participant in a Net Billed Project
the amounts paid by such Participant to Energy Northwest following termination of such Project, by the provision of credits and
by deficiency payments to Participants made in the same manner as required prior to termination. In the case of Projects 1 and 3,
net billing credits are provided and cash payments are made by Bonneville to Participants or Energy Northwest in the same
manner as provided for the Columbia Generating Station. See “— Payment Procedures % the Columbia Generating Station.”
Payments by the Participants and Bonneville and the provision of credits by Bonneville following termination of a Net Billed
Project are required notwithstanding the termination of the Project and are not subject to any reduction, whether by offset or
otherwise, and are not conditioned upon the performance or nonperformance by Energy Northwest, Bonneville or any Participant
under the Net Billing Agreements or any other agreement or instrument.

Bonneville and Energy Northwest have entered into Post Termination Agreements with respect to Projects 1 and 3,
each dated June 14, 1994, respectively (the “Post Termination Agreements’) which, among other things, facilitate the
administration, budgeting and billing procedures with respect to such Projects. Nothing in the Post Termination Agreements
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impairs or prevents Energy Northwest from including in the monthly accounting statements with respect to each such Project all
costs and obligations of Energy Northwest as discussed above.

Projects 1 and 3 Post Ter mination Agreements

The Project Agreements and the Net Billing Agreements for Projects 1 and 3 had provided that upon termination of
Projects 1 and 3, Energy Northwest should cause Projects 1 and 3 to be salvaged, discontinued, decommissioned and disposed of
or sold inwhole or in part to the highest bidder(s), or disposed of in such other manner as the parties may agree. The termination
of Projects 1 and 3 terminated the related Project Agreements and the Net Billing Agreements, except for certain provisions of
the Net Billing Agreements and except as to accrued liabilities and obligations under the Net Billing Agreements.

Pursuant to the Post Termination Agreements, Energy Northwest has prepared and submitted to Bonneville for each of
Projects 1 and 3 a proposed Project Disposition Plan (the “Project Disposition Plan”). Energy Northwest has begun
implementation of the Project Disposition Plans.

Under the Post Termination Agreements, Energy Northwest may sell bonds to finance such Project costs as contained
in an approved Annual Budget or amended Annual Budget to the extent permitted by the Electric Revenue Bond Resolutions
(hereinafter defined) or Separate Subordinated Resolutions (hereinafter defined).

The Post Termination Agreements terminate when all Project 1 Net Billed Bonds and Project 3 Net Billed Bonds,
respectively, have been paid or funds set aside for the payment or retirement thereof in accordance with the Project 1 Net Billed
Resolutions or Project 3 Net Billed Resolutions, respectively, or the fina disposition of the assets of Projects 1 and 3,
respectively, whichever is later.

Certain Participant Obligations

The Columbia Net Billing Agreements, as well as the remaining provisions of the Net Billing Agreements for Projects
1 and 3, require each Participant to pay Energy Northwest the amount set forth in its Billing Statement or accounting statement.
Each Participant is required to make payments to Energy Northwest only from revenues derived by the Participant from the
ownership and operation of its electric utility properties and from payments made by Bonneville under the Net Billing
Agreements. Each Participant has covenanted that it will establish, maintain and collect rates or charges for power and energy
and other services furnished through its electric utility properties which shall be adequate to provide revenues sufficient to make
required payments to Energy Northwest under the Net Billing Agreements and to pay all other charges and obligations payable
from or constituting a charge and lien upon such revenues.

If and to the extent that a Participant is unable or fails or refuses to perform its obligations under its Columbia Net
Billing Agreement and such Participant’s share of Columbia capability is not voluntarily reassigned, each other Participant’s
share of Columbia capability is automatically increased for the remaining term of the Columbia Net Billing Agreement pro rata
with that of other nondefaulting Participants. The Columbia Net Billing Agreements provide that such increase shall not, without
the consent of the Participant, exceed an accumulated maximum of 25% of the Participant’s origina share of Columbia
capability. The Columbia Net Billing Agreements also provide that such increase shall not cause the estimate of the payments to
be made by each nondefaulting Participant to Energy Northwest to exceed the estimate of the credits available to it from
Bonneville's billings to such Pearticipant for power and other services. The fact that other Pearticipants have assumed the
obligation of a Participant which has failed or refused to pay any amounts due to Energy Northwest under its Columbia Net
Billing Agreement would not relieve such defaulting Participant of its liability for such payments.

Other Net Billing Obligations

In addition to the net billing obligations in connection with the Net Billed Projects, Bonneville has net billing
obligations to certain Participants in connection with that portion of the project capability associated with the share of the Trojan
Nuclear Project owned by the City of Eugene Water and Electric Board (“EWEB”). The credits and payments received by each
Participant from Bonneville in each month under all of that Participant’ s agreements providing for net billing are required by the
Net Billing Agreements to be allocated pro rata among all of the Participants net billing obligations.

Bonneville is authorized to enter into additional contracts providing for net billing or similar credits. The Net Billing
Agreements provide that Bonneville and each Participant shall not enter into any agreement providing for net billing if
Bonneville estimates that, as a result of such agreement, the aggregate of its billings to such Participant will be less than 115% of
Bonneville's net billing obligations to such Participant under all agreements between Bonneville and such Participant providing
for net billing. Bonneville has no present plans to enter into new agreements requiring net billing with Participants.

THE BONNEVILLE FUND

The Bonneville Fund is a continuing appropriation available exclusively to Bonneville for the purpose of making cash
payments to cover Bonneville's expenses, including its cash payments to provide for that amount, if any, due under the Net
Billing Agreements which is not paid from net billing credits. All receipts, collections and recoveries of Bonneville in cash from
all sources are deposited in the Bonneville Fund. For a 